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1450.16 Use of consumer reporting agencies. 
1450.17 Contracting for collection services. 

Subpart C—Salary Offset 

1450.18 Purpose. 
1450.19 Scope. 
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1450.26 Refunds. 
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Subpart D—Interest, Penalties, and 
Administrative Costs 

1450.29 Assessment. 
1450.30 Exemptions. 
1450.31 Other sanctions. 

AUTHORITY: 31 U.S.C. 3701–3719; 5 U.S.C. 
5514; 4 CFR parts 101–105; 5 CFR part 550. 

SOURCE: 51 FR 24817, July 9, 1986, unless 
otherwise noted. 

Subpart A—General Provisions 
§ 1450.1 Definitions. 

(a) The term agency means the Fed-
eral Mediation and Conciliation Serv-
ice (FMCS) or any other agency of the 
U.S. Government as stated at § 1450.20. 

(b) The term agency head means the 
Director of the Federal Mediation and 
Conciliation Service. 

(c) The terms appropriate agency offi-
cial or designee mean the Director of 
the Financial Management Staff of 
FMCS, or such other official as may be 
named in the future by the Director of 
FMCS. 
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(d) The terms claim and debt are 
deemed synonymous and interchange-
able. They refer to an amount of 
money or property which has been de-
termined by an appropriate agency of-
ficial to be owed to the United States 
from any person, organization or enti-
ty, except another Federal agency. 

(e) A debt is considered delinquent if 
it has not been paid by the date speci-
fied in the agency’s written notifica-
tion or applicable contractual agree-
ment, unless other satisfactory pay-
ment arrangements have been made by 
that date, or if at any time thereafter 
the debtor fails to satisfy obligations 
under a payment agreement with the 
agency. 

(f) The term referral for litigation 
means referral to the Department of 
justice for appropriate legal pro-
ceedings. 

§ 1450.2 Exceptions. 
(a) Claims arising from the audit of 

transportation accounts pursuant to 31 
U.S.C. 3726 shall be determined, col-
lected, compromised, terminated or 
settled in accordance with regulations 
published under the authority of 31 
U.S.C. 3726 (see 41 CFR part 101–41). 

(b) Claims arising out of acquisition 
contracts subject to the Federal Acqui-
sition Regulations (FAR) shall be de-
termined, collected, compromised, ter-
minated, or settled in accordance with 
those regulations. (See 48 CFR part 32). 
If not otherwise provided for in the 
FAR system, contract claims that have 
been the subject of a contracting offi-
cer’s final decision in accordance with 
section 6(a) of the Contract Disputes 
Act of 1978 (41 U.S.C. 605)(a)), may be 
determined, collected, compromised, 
terminated or settled under the provi-
sions of this regulation, except that no 
additional review of the debt shall be 
granted beyond that provided by the 
contracting officer in accordance with 
the provisions of section 6 of the Con-
tract Disputes Act of 1978 (41 U.S.C. 
605), and the amount of any interest, 
administrative charge, or penalty 
charge shall be subject to the limita-
tions, if any, contained in the contract 
out of which the claim arose. 

(c) Claims based in whole or in part 
on conduct in violation of the antitrust 
laws, or in regard to which there is an 

indication of fraud, presentation of a 
false claim, or misrepresentation on 
the part of the debtor or any other 
party having an interest in the claim, 
shall be referred to the Department of 
Justice (DOJ) as only the DOJ has au-
thority to compromise, suspend, or ter-
minate collection action on such 
claims. 

(d) Tax claims are also excluded from 
the coverage of this regulation. 

§ 1450.3 Use of procedures. 
Procedures authorized by this regula-

tion (including, but not limited to, dis-
closure to a consumer reporting agen-
cy, contracting for collection services, 
administrative offset and salary offset) 
may be used singly or in combination, 
so long as the requirements of applica-
ble law and regulation are satisfied. 

§ 1450.4 Conformance to law and regu-
lations. 

The requirements of applicable law 
(31 U.S.C 3701–3719 and 5 U.S.C. 5514 as 
amended by Pub. L. 97–365, 96 Stat. 
1749) have been implemented in Gov-
ernmentwide standards: 

(a) The Regulations of the Office of 
Personnel Management (5 CFR part 
550), 

(b) The Federal Claims Collection 
Standards issued jointly by the Gen-
eral Accounting Office and the Depart-
ment of Justice (4 CFR parts 101–105), 
and 

(c) The procedures prescribed by the 
Office of Management and Budget in 
Circular A–129 of May 9, 1985. 

Not every item in the above described 
standards has been incorporated or ref-
erenced in this regulation. To the ex-
tent, however, that circumstances 
arise which are not covered by the 
terms stated in this regulation, FMCS 
will proceed in any actions taken in ac-
cordance with applicable requirements 
found in the sources referred to in 
paragraphs (a), (b), and (c) of this sec-
tion. 

§ 1450.5 Other procedures. 
Nothing contained in this regulation 

is intended to require FMCS to dupli-
cate administrative proceedings re-
quired by contract or other laws or reg-
ulations. 
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§ 1450.6 Informal action. 
Nothing contained in this regulation 

is intended to preclude utilization of 
informal administrative actions or 
remedies which may be available. 

§ 1450.7 Return of property. 
Nothing contained in this regulation 

is intended to deter FMCS from de-
manding the return of specific property 
or from demanding, the return of the 
property or the payment of its value. 

§ 1450.8 Omissions not a defense. 
The failure of FMCS to comply with 

any provision in this regulation shall 
not serve as a defense to the debt. 

Subpart B—Administrative Offset— 
Consumer Reporting Agen-
cies—Contracting for Collec-
tion 

§ 1450.9 Demand for payment. 
Prior to making an administrative 

offset, demand for payment will be 
made as stated below: 

(a) Written demands shall be made 
promptly upon a debtor in terms which 
inform the debtor of the consequences 
of failure to cooperate. A total of three 
progressively stronger written de-
mands at not more than 30-day inter-
vals will normally be made unless a re-
sponse to the first or second demand 
indicates that a further demand would 
be futile and the debtor’s response does 
not require rebuttal. In determining 
the timing of demand letters, FMCS 
will give due regard to the need to act 
promptly so that, as a general rule, if 
necessary to refer the debt to the De-
partment of Justice for litigation, such 
referral can be made within one year of 
the agency’s final determination of the 
fact and the amount of the debt. When 
necessary to protect the Government’s 
interest (for example, to prevent the 
statute of limitations, 28 U.S.C. 2415, 
from expiring), written demand may be 
preceded by other appropriate actions 
under this subpart including imme-
diate referral for litigation. 

(b) The initial demand letter will in-
form the debtor of: 

(1) The basis for the indebtedness and 
the right of the debtor to request re-
view within the agency; 

(2) The applicable standards for as-
sessing interest, penalties, and admin-
istrative costs (subpart D of this regu-
lation) and 

(3) The date by which payment is to 
be made, which normally should be not 
more than 30 days from the date that 
the initial demand letter was mailed or 
hand-delivered. FMCS will exercise 
care to insure that demand letters are 
mailed or hand-delivered on the same 
day that they are actually dated. Apart 
from this, there is no prescribed format 
for the demand letters. 

(c) As appropriate to the cir-
cumstances, FMCS may include either 
in the initial demand letter or in subse-
quent letters, matters relating to al-
ternative methods of payment, policies 
with respect to use of consumer report-
ing agencies and collection services, 
the agency’s intentions with respect to 
referral of the debt to the Department 
of Justice for litigation, and, depending 
on applicable statutory authority, the 
debtor’s entitlement to consideration 
of waiver. 

(d) FMCS will respond promptly to 
communications from the debtor, with-
in 30 days whenever feasible, and will 
advise debtor who dispute the debt that 
they must furnish available evidence to 
support their contentions. 

(e) If, either prior to the initiations 
of, at any time during, or after comple-
tion of the demand cycle, FMCS deter-
mines to pursue administrative offset, 
then the requirements specified in 
§§ 1450.10 and 1450.11, as applicable, will 
be met. The availability of funds for 
offset and the agency determination to 
purse it release the agency from the 
necessity of further compliance with 
paragraphs (a), (b), and (c) of this sec-
tion. If the agency has not already sent 
the first demand letter, the agency’s 
written notification of its intent to off-
set must give the debtor the oppor-
tunity to make voluntary payment, a 
requirement which will be satisfied by 
compliance with the notice require-
ments of §§ 1450.10 and 1450.11 as appli-
cable. 

§ 1450.10 Collection by administrative 
offset. 

(a) Collection by administrative off-
set will be undertaken in accordance 
with these regulations on all claims 
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which are liquidated or certain in 
amount, in every instance in which 
such collection is determined to be fea-
sible and not otherwise prohibited. 

(1) For purposes of this section, the 
term ‘‘administrative offset’’ is the 
same as stated in 31 U.S.C. 3716(a)(1). 

(2) Whether collection by administra-
tive offset is feasible is a determina-
tion to be made by the agency on a 
case-by-case basis, in the exercise of 
sound discretion. FMCS will consider 
not only whether administrative offset 
can be accomplished practically, but 
also whether offset is best suited to 
further and protect all of the Govern-
ment’s interests. In appropriate cir-
cumstances, FMCS may give due con-
sideration to the debtor’s financial 
condition and is not required to use off-
set in every instance in which there is 
an available source of funds. FMCS 
may also consider whether offset would 
tend to substantially interfere with or 
defeat the purposes of the program au-
thorizing the payments against which 
offset is contemplated. For example, 
under a grant program in which pay-
ments are made in advance of the 
grantee’s performance, offset will nor-
mally be inappropriate. This concept 
generally does not apply, however, 
where payment is in the form of reim-
bursement. 

(b) Before the offset is made, a debtor 
shall be provided with the following: 
Written notice of the nature and 
amount of the debt, and the agency’s 
intention to collect by offset; oppor-
tunity to inspect and copy agency 
records pertaining to the debt; oppor-
tunity to obtain review within the 
agency of the determination of indebt-
edness; and opportunity to enter into a 
written agreement with the agency to 
repay the debt. FMCS may also make 
requests for offset to other agencies 
holding funds payable to the debtor, 
and process requests for offset that are 
received from other agencies. 

(1) FMCS will exercise sound judg-
ment in determining whether to accept 
a repayment agreement in lieu of off-
set. The determination will weigh the 
Government’s interest in collecting the 
debt against fairness to the debtor. If 
the debt is delinquent and the debtor 
has not disputed its existence or 
amount, FMCS will normally accept a 

repayment agreement in lieu of offset 
only if the debtor is able to establish 
that offset would result in undue finan-
cial hardship or would be against eq-
uity and good conscience. 

(2) In cases where the procedural re-
quirements specified in paragraph (b) 
of this section have previously been 
provided to the debtor in connection 
with the same debt under § 1450.9, or 
some other regulatory or statutory au-
thority, such as pursuant to a notice of 
audit allowance, the agency is not re-
quired to duplicate those requirements 
before taking administrative offset. 

(3) FMCS may not initiate adminis-
trative offset to collect a debt under 31 
U.S.C. 3716 more than 10 years after the 
Government’s right to collect the debt 
first accrued, unless facts material to 
the Government’s right to collect the 
debt were not known and could not rea-
sonably have been known by the offi-
cial or officials of the Government who 
were charged with the responsibility to 
discover and collect such debts. When 
the debt first accrued is to be deter-
mined according to existing law, re-
garding the accrual of debts, such as 28 
U.S.C. 2415. 

(4) FMCS is not authorized by 31 
U.S.C. 3716 to use administrative offset 
with respect to: 

(i) Debts owed by any State or local 
Governments; 

(ii) Debts arising under or payments 
made under the Social Security Act, 
the Internal Revenue Code of 1954, or 
the tariff laws of the United States; or 

(iii) Any case in which collection of 
the type of debt involved by adminis-
trative offset is explicitly provided for 
or prohibited by another statute. How-
ever, unless otherwise provided by con-
tract or law, debts or payments which 
are not subject to administrative offset 
under 31 U.S.C. 3716 may be collected 
by administrative offset under the 
common law or other applicable statu-
tory authority. 

(5) FMCS may effect administrative 
offset against a payment to be made to 
a debtor prior to completion of the pro-
cedures required by paragraph (b) of 
this section if: 

(i) Failure to take the offset would 
substantially prejudice the Govern-
ment’s ability to collect the debt, and 
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(ii) The time before the payment is to 
be made does not reasonably permit 
the completion of those procedures. 
Such prior offset must be promptly fol-
lowed by the completion of those pro-
cedures. Amounts recovered by offset 
but later found not to be owed to the 
Government shall be promptly re-
funded. 

(6) FMCS will obtain credit reports 
on delinquent accounts to identify op-
portunities for administrative offset of 
amounts due to a delinquent debtor 
when other collection techniques have 
been unsuccessful. 

(c) Type of hearing or review: (1) For 
purposes of this section, whenever 
FMCS is required to provide a hearing 
or review within the agency, the agen-
cy shall provide the debtor with a rea-
sonable opportunity for an oral hearing 
when: 

(i) An applicable statute authorizes 
or requires the agency to consider 
waiver of the indebtedness involved, 
the debtor requests waiver of the in-
debtedness, and the waiver determina-
tion turns on an issue of credibility or 
veracity; or 

(ii) The debtor requests reconsider-
ation of the debt and the agency deter-
mines that the question of the indebt-
edness cannot be resolved by review of 
the documentary evidence, for exam-
ple, when the validity of the debt turns 
on an issue of credibility or veracity. 
Unless otherwise required by law, an 
oral hearing under this section is not 
required to be a formal evidentiary- 
type hearing, although the FMCS will 
carefully document all significant mat-
ters discussed at the hearing. 

(2) This section does not require an 
oral hearing with respect to debt col-
lection systems in which determina-
tions of indebtedness or waiver rarely 
involve issues of credibility or veracity 
and the agency has determined that re-
view of the written record is ordinarily 
an adequate means to correct prior 
mistakes. In administering such a sys-
tem, the agency is not required to sift 
through all of the requests received in 
order to accord oral hearings in those 
few cases which may involve issues of 
credibility or veracity. 

(3) In those cases where an oral hear-
ing is not required by this section, the 
agency will make its determination on 

the request for waiver or reconsider-
ation based upon a ‘‘paper hearing’’ 
that is, a review of the written record. 

(d) Appropriate use will be made of 
the cooperative efforts of other agen-
cies in effecting collection by adminis-
trative offset. Generally, FMCS will 
not refuse to comply with requests 
from other agencies to initiate admin-
istrative offset to collect debts owed to 
the United States, unless the request-
ing agency has not complied with the 
applicable provisions of these stand-
ards or the offset would be otherwise 
contrary to law. 

(e) Collection by offset against a 
judgment obtained by a debtor against 
the United States shall be accom-
plished in accordance with 31 U.S.C. 
3728. 

(f) Whenever the creditor agency is 
not the agency which is responsible for 
making the payment against which ad-
ministrative offset is sought, the latter 
agency shall not initiate the requested 
offset until it has been provided by the 
creditor agency with an appropriate 
written certification that the debtor 
owes a debt (including the amount) and 
that full compliance with the provi-
sions of this section has taken place. 

(g) When collecting multiple debts by 
administrative offset, FMCS will apply 
the recovered amounts to those debts 
in accordance with the best interests of 
the United States, as determined by 
the facts and circumstances of the par-
ticular case, paying special attention 
to applicable statutes of limitations. 

§ 1450.11 Administrative offset against 
amounts payable from Civil Service 
Retirement and Disability Fund. 

(a) Unless otherwise prohibited by 
law, FMCS may request that moneys 
which are due and payable to a debtor 
from the Civil Service Retirement and 
Disability Fund be administratively 
offset in reasonable amounts in order 
to collect in one full payment, or a 
minimal number of payments, debts 
owed to the United States by the debt-
or. Such requests shall be made to the 
appropriate officials of the Office of 
Personnel Management in accordance 
with such regulations as may be pre-
scribed by the Director of that Office. 

(b) When making a request for ad-
ministrative offset under paragraph (a) 

VerDate Aug<31>2005 14:40 Jul 28, 2008 Jkt 214111 PO 00000 Frm 00092 Fmt 8010 Sfmt 8010 Y:\SGML\214111.XXX 214111rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R



83 

Federal Mediation and Conciliation Service § 1450.14 

of this section, FMCS shall include a 
written certification that: 

(1) The debtor owes the United States 
a debt, including the amount of the 
debt; 

(2) The FMCS has complied with the 
applicable statutes, regulations, and 
procedures of the Office of Personnel 
Management; and 

(3) The FMCS has complied with the 
requirements of § 1450.10 of this sub-
part, including any required hearing or 
review. 

(c) Once FMCS decides to request 
adminstrative offset under paragraph 
(a) of this section, it will make the re-
quest as soon as practical after comple-
tion of the applicable procedures in 
order that the Office of Personnel Man-
agement may identify and ‘‘flag’’ the 
debtor’s account in anticipation of the 
time when the debtor requests or be-
come eligible to receive payments from 
the Fund. This will satisfy any require-
ment that offset be initiated prior to 
expiration of the applicable statute of 
limitations. At such time as the debtor 
makes a claim for payments from the 
Fund, if at least a year has elapsed 
since the offset request was originally 
made, the debtor should be permitted 
to offer a satisfactory payment plan in 
lieu of offset upon establishing that 
changed financial circumstances would 
render the offset unjust. 

(d) If FMCS collects part or all of the 
debt by other means before deductions 
are made or completed pursuant to 
paragraph (a) of this section, FMCS 
shall act promptly to modify or termi-
nate its request for offset under para-
graph (a) of this section. 

(e) This section does not require or 
authorize the Office of Personnel Man-
agement to review the merits of the 
FMCS determination with respect to 
the amount and validity of the debt, its 
determination as to waiver under an 
applicable statute, or its determination 
to provide or not provide a hearing. 

§ 1450.12 Collection in installments. 
(a) Whenever feasible, and except as 

otherwise provided by law, debts owed 
to the United States, together with in-
terest, penalties, and administrative 
costs as required by this regulation 
should be collected in full in one lump 
sum. This is true whether the debt is 

being collected by administrative off-
set or by another method, including 
voluntary payment. However, if the 
debtor is financially unable to pay the 
indebtedness in one lump sum, pay-
ment may be accepted in regular in-
stallments. FMCS will obtain financial 
statements from debtors who represent 
that they are unable to pay the debt in 
one lump sum. If FMCS agrees to ac-
cept payment in regular installments 
it will obtain a legally enforceable 
written agreement from the debtor 
which specifies all of the terms of the 
arrangement and which contains a pro-
vision accelerating the debt in the 
event the debtor defaults. The size and 
frequency of installment payments 
should bear a reasonable relation to 
the size of the debt and the debtor’s 
ability to pay. If possible, the install-
ment payments should be sufficient in 
size and frequency to liquidate the 
Government’s claim in not more than 3 
years. Installment payments of less 
than $50 per month will be accepted 
only if justifiable on the grounds of fi-
nancial hardship or some other reason-
able cause. 

(b) If the debtor owes more than one 
debt and designates how a voluntary 
installment payment is to be applied as 
among those debts, that designation 
must be followed. If the debtor does not 
designate the application of the pay-
ment, FMCS will apply payments to 
various debts in accordance with the 
best interests of the United States, as 
determined by the facts and cir-
cumstances of the particular case, pay-
ing special attention to applicable 
statutes of limitations. 

§ 1450.13 Exploration of compromise. 

FMCS may attempt to effect com-
promise, preferably during the course 
of personal interviews, in accordance 
with the standards set forth in part 103 
of the Federal Claims Collection 
Standards (4 CFR part 103). 

§ 1450.14 Suspending or termination 
collection action. 

The suspension or termination of col-
lection action shall be made in accord-
ance with the standards set forth in 
part 104 of the Federal Claims Collec-
tion Standards (4 CFR part 104). 
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§ 1450.15 Referrals to the Department 
of Justice or the General Account-
ing Office. 

Referrals to the Department of Jus-
tice or the General Accounting Office 
shall be made in accordance with the 
standards set forth in part 105 of the 
Federal Claims Collection Standards (4 
CFR part 105). 

§ 1450.16 Use of consumer reporting 
agencies. 

(a) The term individual means a nat-
ural person, and the term ‘‘consumer 
reporting agency’’ has the meaning 
provided in the Federal Claims Collec-
tion Act, as amended, at 31 U.S.C. 
3701(a)(3) or the Fair Credit Reporting 
Act, at 15 U.S.C. 1681a(f). 

(b) FMCS may disclose to a consumer 
reporting agency, from a system of 
records, information that an individual 
is responsible for a claim if— 

(1) Notice required by section 5 
U.S.C. 552(a)(e)(4) indicates that infor-
mation in the system may be disclosed 
to a consumer reporting agency; 

(2) The claim has been reviewed and 
it is decided that the claim is valid and 
overdue; 

(3) FMCS has notified the individual 
in writing— 

(i) That payment of the claim is over-
due; 

(ii) That, within not less than 60 days 
after sending the notice, FMCS intends 
to disclose to a consumer reporting 
agency that the individual is respon-
sible for that claim; 

(iii) Of the specific information to be 
disclosed to the consumer reporting 
agency; and 

(iv) Of the rights the individual has 
to a complete explanation of the claim, 
to dispute information in the records of 
the agency about the claim, and to ad-
ministrative appeal or review of the 
claim; and 

(4) The individual has not— 
(i) Repaid or agreed to repay the 

claim under a written repayment plan 
that the individual has signed and the 
agency has agreed to; or 

(ii) Filed for review of the claim 
under paragraph (g) of this section; 

(c) FMCS will also—(1) Disclose 
promptly, to each consumer reporting 
agency to which the original disclosure 

was made, a substantial change in the 
condition or amount of the claim; 

(2) Verify or correct promptly infor-
mation about the claim, on request of 
a consumer reporting agency for 
verification of information disclosed; 
and 

(3) Get satisfactory assurances from 
each consumer reporting agency that 
they are complying with all laws of the 
United States related to providing con-
sumer credit information; and assure 
that 

(d) The information disclosed to the 
consumer reporting agency is limited 
to (1) Information necessary to estab-
lish the identity of the individual, in-
cluding name, address, and taxpayer 
identification number; 

(2) The amount, status, and history 
of the claim; and 

(3) The agency or program under 
which the claim arose. 

(e) All accounts in excess of $100 that 
have been delinquent more than 31 
days will normally be referred to a con-
sumer reporting agency. 

(f) Before disclosing information to a 
consumer reporting agency FMCS shall 
take reasonable action to locate an in-
dividual for whom the head of the 
agency does not have a current address 
to send the notice. 

(g) Before disclosing information to a 
consumer reporting agency FMCS shall 
provide, on request of an individual al-
leged by the agency to be responsible 
for the claim, a review of the obliga-
tion of the individual including an op-
portunity for reconsideration of the 
initial decision on the claim. 

(h) Under the same provisions as de-
scribed above in this section, FMCS 
may disclose to a credit reporting 
agency, information relating to a debt-
or other than a natural person. Such 
commercial debt accounts are not cov-
ered, however, by the Privacy Act. 

§ 1450.17 Contracting for collection 
services. 

(a) FMCS has authority to contract 
for collection services to recover delin-
quent debts, provided that the fol-
lowing conditions are satisfied; 

(1) The authority to resolve disputes, 
compromise claims, suspend or termi-
nate collection action, and refer the 
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matter for litigation is retained by the 
agency; 

(2) The contractor shall be subject to 
the Privacy Act of 1974, as amended to 
the extent specified in 5 U.S.C. 552a(m), 
and to applicable Federal and State 
laws and regulations pertaining to debt 
collection practices, such as the Fair 
Debt Collection Practices Act, 15 
U.S.C. 1692; 

(3) The contractor must be required 
to account strictly for all amounts col-
lected; 

(4) The contractor must agree that 
uncollectible accounts shall be re-
turned with appropriate documenta-
tion to enable FMCS to determine 
whether to pursue collection through 
litigation or to terminate collection ef-
forts, and 

(5) The contractor must agree to pro-
vide any data contained in its files re-
lating to paragraphs (a) (1), (2), and (3) 
of § 105.2 of the Federal Claims Collec-
tion Standards (4 CFR part 105) upon 
returning an account to FMCS for sub-
sequent referral to the Department of 
Justice for litigation. 

(b) Funding of collection service con-
tracts: (1) FMCS may fund a collection 
service contract on a fixed-fee basis, 
that is, payment of a fixed fee deter-
mined without regard to the amount 
actually collected under the contract. 
Payment of the fee under this type of 
contract must be charged to available 
agency appropriations. 

(2) FMCS may also fund a collection 
service contract on a contingent-fee 
basis, that is, by including a provision 
in the contract permitting the con-
tractor to deduct its fee from amounts 
collected under the contract. The fee 
should be based on a percentage of the 
amount collected, consistent with pre-
vailing commercial practice. 

(3) FMCS may enter into a contract 
under paragraph (b)(1) of this section 
only if and to the extent provided in 
advance in its appropriation acts or 
other legislation, except that this re-
quirement does not apply to the use of 
a revolving fund authorized by statute. 

(4) Except as authorized under para-
graph (b)(2) of this section, or unless 
the receipt qualifies as a refund to the 
appropriation, or unless otherwise spe-
cifically provided by law, FMCS must 
deposit all amounts recovered under 

collection service contracts (or by 
agency employees on behalf of the 
agency) in the Treasury as miscella-
neous receipts pursuant to 31 U.S.C. 
3302. 

(c) FMCS will consider the use of col-
lection agencies at any time after the 
account is 61 days past due. In all cases 
accounts that are six months or more 
past due shall be turned over to a col-
lection agency unless referred for liti-
gation or unless arrangements have 
been made for a workout procedure, or 
the agency has exercised its authority 
to write off the debt pursuant to 
§ 1450.14. 

(d) FMCS will generally not use a 
collection agency to collect a delin-
quent debt owed by a currently em-
ployed or retired Federal employee, if 
collection by salary or annuity offset is 
available. 

Subpart C—Salary Offset 
§ 1450.18 Purpose. 

This subpart provides the standards 
to be followed by FMCS in imple-
menting 5 U.S.C. 5514 to recover a debt 
from the pay account of an FMCS em-
ployee, and establishes procedural 
guidelines to recover debts when the 
employee’s creditor and paying agen-
cies are not the same. 

§ 1450.19 Scope. 
(a) Coverage. This subpart applies to 

agencies and employees as defined by 
§ 1450.20. 

(b) Applicability. This subpart and 5 
U.S.C. 5514 apply in recovering certain 
debts by offset, except where the em-
ployee consents to the recovery, from 
the current pay account of that em-
ployee. Because it is an administrative 
offset, debt collection procedures for 
salary offset which are not specified in 
U.S.C. 5514 and these regulations 
should be consistent with the provi-
sions of the Federal Claims Collection 
Standards (4 CFR parts 101–105). 

(1) Excluded debts or claims. The proce-
dures contained in this subpart do not 
apply to debts or claims arising under 
the Internal Revenue Code of 1954 as 
amended (26 U.S.C. 1 et seq.), the Social 
Security Act (42 U.S.C. 301 et seq.) or 
the tariff laws of the United States, or 
to any case where collection of a debt 
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by salary offset is explicitly provided 
for or prohibited by another statute 
(e.g., travel advances in 5 U.S.C. 5705 
and employee training expenses in 5 
U.S.C. 4108). 

(2) Waiver requests and claims to the 
General Accounting Office. This subpart 
does not preclude an employee from re-
questing waiver of a salary overpay-
ment under 5 U.S.C. 5584, 10 U.S.C. 2774, 
or 32 U.S.C. 716, or in any way ques-
tioning the amount or validity of a 
debt by submitting a subsequent claim 
to the General Accounting Office in ac-
cordance with procedures prescribed by 
the General Accounting Office. Simi-
larly, in the case of other types of 
debts, it does not preclude an employee 
from requesting waiver, if waiver is 
available under any statutory provi-
sion pertaining to the particular debt 
being collected. 

(c) Time limit. Under 4 CFR 102.3(b)(3), 
offset may not be initiated more than 
10 years after the Government’s right 
to collect the debt first accrued, unless 
an exception applies as stated in 
§ 102.3(b)(3). 

§ 1450.20 Definitions. 

For purposes of this subpart— 
Agency means the Federal Mediation 

and Conciliation Service (FMCS) or 
means any other agency of the U.S. 
Government as defined by section 105 
of title 5 U.S.C., including the U.S. 
Postal Service, and the U.S. Postal 
Rate Commission, a military depart-
ment as defined by section 102 of title 
5 U.S.C., an agency or court of the judi-
cial branch, and an agency of the legis-
lative branch, including the U.S. Sen-
ate and the U.S. House of Representa-
tives. 

Creditor agency means the agency to 
which the debt is owed. 

Debt means an amount owed to the 
United States from sources which in-
clude loans insured or guaranteed by 
the United States and all other 
amounts due the United States from 
fees, leases, rents, royalties, services, 
sales of real or personal property, over-
payments, penalties, damages, inter-
ests, fines and forfeitures (except those 
arising under the Uniform Code Mili-
tary Justice), and all other similar 
sources. 

Disposable pay means that part of 
current basic pay, special pay, incen-
tive pay, retired pay, retainer pay, or 
in the case of an employee not entitled 
to basic pay, other authorized pay re-
maining after the deduction of any 
amount required by law to be withheld. 
FMCS will exclude deductions de-
scribed in 5 CFR 581.105 (b) through (f) 
to determine disposable pay subject to 
salary offset. 

Employee means a current employee 
of FMCS or of another agency, includ-
ing a current member of the Armed 
Forces or a Reserve of the Armed 
Forces 

FCCS means the Federal Claims Col-
lection Standards jointly published by 
the Justice Department and the Gen-
eral Accounting Office at 4 CFR parts 
101–105. 

Paying agency means the agency em-
ploying the individual and authorizing 
the payment of his or her current pay. 

Salary offset means an administrative 
offset to collect a debt under 5 U.S.C. 
5514 by deduction(s) at one or more of-
ficially established pay intervals from 
the current pay account of an em-
ployee without his or her consent. 

Waiver means the cancellation, re-
mission, forgiveness, or non-recovery 
of a debt allegedly owed by an em-
ployee to an agency as permitted or re-
quired by 5 U.S.C. 5584, 10 U.S.C. 2774, 
or 32 U.S.C. 710, 5 U.S.C. 8346(b), or any 
other law. 

§ 1450.21 Notification. 
(a) Salary offset deductions shall not 

be made unless the Director of the Fi-
nancial Management Staff of FMCS, or 
such other official as may be named in 
the future by the Director of FMCS, 
provides to the employee—at least 30 
days before any deduction—a written 
notice stating at a minimum: 

(1) The agency’s determination that a 
debt is owed, including the origin, na-
ture, and amount of the debt; 

(2) The agency’s intention to collect 
the debt by means of deduction from 
the employee’s current disposable pay 
account; 

(3) The amount, frequency, proposed 
beginning date, and duration of the in-
tended deductions; 

(4) An explanation of the agency’s 
policy concerning interest, penalties, 
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and administrative costs (subpart D of 
this regulation), a statement that such 
assessment must be made unless ex-
cused in accordance with the FCCS; 

(5) The employee’s right to inspect 
and copy Government records relating 
to the debt or, if the employee or his or 
her representative cannot personnally 
inspect the records, to request and re-
ceive a copy of such records; 

(6) If not previously provided, the op-
portunity (under terms agreeable to 
the agency) to establish a schedule for 
the voluntary repayment of the debt or 
to enter into a written agreement to 
establish a schedule for repayment of 
the debt in lieu of offset. The agree-
ment must be writing, signed by both 
the employee and the Director of the 
Financial Management Staff of FMCS, 
and documented in agency files (4 CFR 
102.11). 

(7) The employee’s right to a hearing 
conducted by an official arranged by 
the agency (an administrative law 
judge or alternatively, a hearing offi-
cial not under the control of the head 
of the agency) if a petition is filed as 
prescribed by § 1450.22. 

(8) The method and time period for 
petitioning for a hearing; 

(9) That the timely filing of a peti-
tion for hearing will stay the com-
mencement of collection proceedings; 

(10) That a final decision on the hear-
ing (if one is requested) will be issued 
at the earliest practical date, but not 
later than 60 days after the filing of the 
petition requesting the hearing unless 
the employee requests and the hearing 
official grants a delay in the pro-
ceedings; 

(11) That any knowingly false, mis-
leading, or frivolous statements, rep-
resentations, or evidence may subject 
the employee to: 

(i) Disciplinary procedures appro-
priate under chapter 75 of title 5, 
U.S.C., part 752 of title 5, CFR, or any 
other applicable status or regulations; 

(ii) Penalties under the False Claims 
Act sections 3729–3731 of title 31, U.S.C., 
or any other applicable statutory au-
thority; or 

(iii) Criminal penalties under sec-
tions 286, 287, 1001, and 1002 of title 18, 
U.S.C., or any other applicable statu-
tory authority. 

(12) Any other right and remedies 
available to the employee under stat-
utes or regulations governing the pro-
gram for which the collection is being 
made; and 

(13) Unless there are applicable con-
tractual or statutory provisions to the 
contrary, that amounts paid on or de-
ducted for the debt which are later 
waived or found not owned to the 
United States will be promptly re-
funded to the employee. 

(b) Notifications under this section 
shall be hand delivered with a record 
made of the date and time of delivery, 
or shall be mailed by certified mail re-
turn receipt requested. 

(c) No notification, hearing, written 
responses or final decisions under this 
regulation are required of FMCS for 
any adjustment to pay arising out of 
an employee’s election of coverage 
under a Federal benefit program re-
quiring periodic deductions from pay, 
if the amount to be recovered was ac-
cumulated over four pay periods or 
less. 

§ 1450.22 Hearing. 
(a) Petition for hearing. (1) A hearing 

may be requested by filing a written 
petition with the Director, Financial 
Management Staff of FMCS, or such 
other official as may be named in the 
future by the Director of FMCS, stat-
ing why the employee believes the de-
termination of the agency concerning 
the existence or the amount of the debt 
is in error. 

(2) The employee’s petition must be 
signed by the employee and fully iden-
tify and explain with reasonable speci-
ficity all the facts, evidence and wit-
nesses, if any, which the employee be-
lieves support his or her position. 

(3) The petition must be filed no later 
than fifteen (15) calendar days from the 
date that the notification was hand de-
livered or the date of delivery by cer-
tified mail, return receipt requested. 

(4) If a petition is received after the 
fifteen (15) calendar day deadline re-
ferred to above, FMCS will neverthe-
less accept the petition if the employee 
can show that the delay was because of 
circumstances beyond his or her con-
trol, or because of failure to receive no-
tice of the time limit (unless otherwise 
aware of it). 
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(5) If a petition is not filed within the 
time limit specified in paragraph (a)(3) 
of this section, and is not accepted pur-
suant to paragraph (a)(4) of this sec-
tion, the employee’s right to hearing 
will be considered waived, and salary 
offset will be implemented by FMCS. 

(b) Type of hearing. (1) The form and 
content of the hearing will be deter-
mined by the hearing official who shall 
be a person outside the control or au-
thority of FMCS. In determining the 
type of hearing, the hearing officer will 
consider the nature and complexity of 
the transaction giving rise to the debt. 
The hearing may be conducted as an 
informal conference or interview, in 
which the agency and employee will be 
given a full opportunity to present 
their respective positions, or as a more 
formal proceeding involving the pres-
entation of evidence, arguments and 
written submissions. 

(2) The employee may represent him-
self or herself, or may be represented 
by an attorney. 

(3) The hearing official shall main-
tain a summary record of the hearing. 

(4) The decision of the hearing officer 
will be in writing, and will state: 

(i) The facts purported to evidence 
the nature and origin of the alleged 
debt; 

(ii) The hearing official’s analysis, 
findings, and conclusions, in the light 
of the hearing, as to— 

(A) The employee’s and/or agency’s 
grounds, 

(B) The amount and validity of the 
alleged debt and, 

(C) The repayment schedule, if appli-
cable. 

(5) The decision of the hearing offi-
cial shall constitute the final adminis-
trative decision of the agency. 

§ 1450.23 Deduction from pay. 
(a) Deduction by salary offset, from 

an employee’s current disposable pay, 
shall be subject to the following condi-
tions: 

(1) Ordinarily, debts to the United 
States should be collected in full, in 
one lump-sum. This will be done when 
funds are available. However, if funds 
are unavailable for payment in one 
lump sum, or if the amount of the debt 
exceeds 15 percent of disposable pay for 
an officially established pay interval, 

collection will normally be made in in-
stallments. 

(2) The installments shall not exceed 
15 percent of the disposable pay from 
which the deduction is made, unless 
the employee has agreed in writing to 
the deduction of a greater amount. 

(3) Deduction will generally com-
mence with the next full pay interval 
(ordinarily the next biweekly pay pe-
riod) following written consent by the 
employee to salary offset, waiver of 
hearing, or the decision issued by the 
hearing officer. 

(4) Installment deductions must be 
made over a period not greater than 
the anticipated period of employment 
except as provided in § 1450.24. 

§ 1450.24 Liquidation from final check 
or recovery from other payment. 

(a) If the employee retires or resigns 
or if his or her employment or period of 
active duty ends before collection of 
the debt is completed, offset of the en-
tire remaining balance on the debt may 
be made from a final payment of any 
nature, including but not limited to, 
final salary payment or lump-sum 
leave due to the employee as of the 
date of separation. 

(b) If the debt cannot be liquidated 
by offset from a final payment, offset 
may be made from later payments of 
any kind due from the United States, 
including, but not limited to, the Civil 
Service Retirement and Disability 
Fund, pursuant to § 1450.11 of this regu-
lation. 

§ 1450.25 Non-waiver of rights by pay-
ments. 

An employee’s involuntary payment 
of all or any portion of a debt being 
collected under 5 U.S.C. 5514 shall not 
be construed as a waiver of any rights 
which the employee may have under 5 
U.S.C. 5514 or any other provision of 
contract or law, unless statutory or 
contractual provisions provide to the 
contrary. 

§ 1450.26 Refunds. 
(a) Refunds shall promptly be made 

when— 
(1) A debt is waived or otherwise 

found not owing to the United States 
(unless expressly prohibited by statute 
or regulation); or 

VerDate Aug<31>2005 14:40 Jul 28, 2008 Jkt 214111 PO 00000 Frm 00098 Fmt 8010 Sfmt 8010 Y:\SGML\214111.XXX 214111rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R



89 

Federal Mediation and Conciliation Service § 1450.28 

(2) The employee’s paying agency is 
directed by an administrative or judi-
cial order to refund amounts deducted 
from his or her current pay. 

(b) Refunds do not bear interest un-
less required or permitted by law or 
contract. 

§ 1450.27 Interest, penalties, and ad-
ministrative costs. 

The assessment of interest, penalties 
and administrative costs shall be in ac-
cordance with subpart D of this regula-
tion. 

§ 1450.28 Recovery when paying agen-
cy is not creditor agency. 

(a) Responsibilities of creditor agency. 
Upon completion of the procedures es-
tablished under 5 U.S.C. 5514, the cred-
itor agency must do the following: 

(1) The creditor agency must certify, 
in writing, that the employee owes the 
debt, the amont and basis of the debt, 
the date on which payment(s) is due, 
the date the Government’s right to col-
lect the debt first accrued, and that the 
creditor agency’s regulations imple-
menting 5 U.S.C. 5514 have been ap-
proved by OPM. 

(2) If the collection must be made in 
installments, the creditor agency also 
must advise the paying agency of the 
number of installments to be collected, 
the amount of each installment, and 
the commencing date of the first in-
stallment (if a date other than the next 
officially established pay period is re-
quired). 

(3) Unless the employee has con-
sented to the salary offset in writing or 
signed a statement acknowledging re-
ceipt of the required procedures, and 
the written consent or statement is 
forwarded to the paying agency, the 
creditor agency also must advise the 
paying agency of the action(s) taken 
under 5 U.S.C. 5514(b) and give the 
date(s) the action(s) was taken. 

(4) Except as otherwise provided in 
this paragraph, the creditor agency 
must submit a debt claim containing 
the information specified in paragraphs 
(a) (1) through (3) of this section and an 
installment agreement (or other in-
struction on the payment schedule), if 
applicable to the employee’s paying 
agency. 

(5) If the employee is in the process 
of separating, the creditor agency must 
submit its claim to the employee’s 
paying agency for collection pursuant 
to § 1450.24. The paying agency must 
certify the total amount of its collec-
tion and provide copies to the creditor 
agency and the employee as stated in 
paragraph (c)(1) of this section. If the 
paying agency is aware that the em-
ployee is entitled to payments from the 
Civil Service Retirement and Dis-
ability Fund, or other similar pay-
ments, it must provide written notifi-
cation to the agency responsible for 
making such payments that the debtor 
owes a debt (including the amount) and 
that the provisions of this section have 
been fully compiled with. However, the 
creditor agency must submit a prop-
erly certified claim to the agency re-
sponsible for making such payments 
before collection can be made. 

(6) If the employee is already sepa-
rated and all payments from his or her 
former paying agency have been paid, 
the creditor agency may request, un-
less otherwise prohibited, that money 
due and payable to the employee from 
the Civil Service Retirement and Dis-
ability Fund (5 CFR 831.1801 et seq.), or 
other similar funds, be administra-
tively offset to collect the debt. (31 
U.S.C. 3716 and 102.4 FCCS.) 

(b) Responsibilities of paying agency— 
(1) Complete claim. When the paying 
agency receives a properly certified 
debt claim from a creditor agency, de-
ductions should be scheduled to begin 
prospectively at the next officially es-
tablished pay interval. The employee 
must receive written notice that the 
paying agency has received a certified 
debt claim from the creditor agency 
(including the amount) and written no-
tice of the date deductions from salary 
will commence and of the amount of 
such deductions. 

(2) Incomplete claim. When the paying 
agency receives an incomplete debt 
claim from a creditor agency, the pay-
ing agency must return the debt claim 
with a notice that procedures under 5 
U.S.C. 5514 and this subpart must be 
provided, and a properly certified debt 
claim received, before action will be 
taken to collect from the employee’s 
current pay account. 
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(3) Review. The paying agency is not 
required or authorized to review the 
merits of the creditor agency’s deter-
mination with respect to the amount 
or validity of the debt certified by the 
creditor agency. 

(c) Employees who transfer from one 
paying agency to another. (1) If, after 
the creditor agency has submitted the 
debt claim to the employee’s paying 
agency, the employee transfers to a po-
sition served by a different paying 
agency before the debt is collected in 
full, the paying agency from which the 
employee separates must certify the 
total amount of the collection made on 
the debt. One copy of the certification 
must be furnished to the employee, an-
other to the creditor agency along with 
notice of employee’s transfer. However, 
the creditor agency must submit a 
properly certified claim to the new 
paying agency before collection can be 
resumed. 

(2) When an employee transfers to an-
other paying agency, the creditor agen-
cy need not repeat the due process pro-
cedures described by 5 U.S.C. 5514 and 
this subpart to resume the collection. 
However, the creditor agency is respon-
sible for reviewing the debt upon re-
ceiving the former paying agency’s no-
tice of the employee’s transfer to make 
sure the collection is resumed by the 
new paying agency. 

Subpart D—Interest, Penalties, and 
Administrative Costs 

§ 1450.29 Assessment. 
(a) Except as provided in paragraph 

(h) of this section, or § 1450.30, FMCS 
shall assess interest, penalties and ad-
ministrative costs on debts owed to the 
United States pursuant to 31 U.S.C. 
3717. Before assessing these charges, 
FMCS will mail or hand-deliver a writ-
ten notice to the debtor. This notice 
shall include a statement of the agen-
cy’s requirements concerning these 
charges. (Sections 1450.9 and 1450.21). 

(b) Interest shall accrue from the 
date on which notice of the debt and 
the interest requirements is first 
mailed or hand-delivered to the debtor, 
using the most current address that is 
available to the agency. If FMCS 
should use an ‘‘advance billing’’ proce-
dure—that is, if it mails a bill before 

the debt is actually owed—it can in-
clude the required interest notification 
in the advance billing, but interest 
may not start to accrue before the debt 
is actually owed. FMCS will exercise 
care to insure that the notices required 
by this section are dated and mailed or 
hand-delivered on the same day. 

(c) The rate of interest assessed shall 
be the rate of the current value of 
funds to the United States Treasury 
(i.e., the Treasury tax and loan account 
rate), as prescribed and published by 
the Secretary of the Treasury in the 
FEDERAL REGISTER and the Treasury 
Fiscal Requirements Manual Bulletins 
annually or quarterly, in accordance 
with 31 U.S.C. 3717. FMCS may assess a 
higher rate of interest if it reasonably 
determines that a higher rate is nec-
essary to protect the interests of the 
United States. The rate of interest, as 
initially assessed, shall remain fixed 
for the duration of the indebtedness ex-
cept that where a debtor has defaulted 
on a repayment agreement and seeks 
to enter into a new agreement, FMCS 
may set a new interest rate which re-
flects the current value of funds to the 
Treasury at the time the new agree-
ment is executed. Interest will not be 
assessed on interest, penalties, or ad-
ministrative costs required by this sec-
tion. However, if the debtor defaults on 
a previous repayment agreement, 
charges which accrued but were not 
collected under the defaulted agree-
ment shall be added to the principal to 
be paid under a new repayment agree-
ment. 

(d) FMCS shall assess against a debt-
or charges to cover administrative 
costs incurred as a result of a delin-
quent debt—that is, the additional 
costs incurred in processing and han-
dling the debt because it became delin-
quent. Calculation of administrative 
costs shall be based upon actual costs 
incurred or upon cost analyses estab-
lishing an average of actual additional 
costs incurred by the agency in proc-
essing and handling claims against 
other debtors in similar stages of delin-
quency. Administrative costs may in-
clude costs incurred in obtaining a 
credit report or in using a private debt 
collector, to the extent they are attrib-
utable to delinquency. 
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(e) FMCS shall assess a penalty 
charge, not to exceed 6 percent a year, 
on any portion of a debt that is delin-
quent for more than 90 days. This 
charge need not be calculated until the 
91st day of delinquency, but shall 
accure from the date that the debt be-
came delinquent. 

(f) When a debt is paid in partial or 
installment payments, amounts re-
ceived by the agency shall be applied 
first to outstanding penalty and ad-
ministrative cost charges, second to 
accrued interest, and third to out-
standing principal. 

(g) FMCS will waive the collection of 
interest on the debt or any portion of 
the debt which is paid within 30 days 
after the date on which interest began 
to accrue. FMCS may extend this 30- 
day period, on a case-by-case basis, if it 
reasonably determines that such action 
is appropriate. Also, FMCS may waive, 
in whole or in part, the collection of in-
terest, penalties, and/or administrative 
costs assessed under this section under 
the criteria specified in part 103 of the 
Federal Claims Collection Standards (4 
CFR part 103) relating to the com-
promise of claims (without regard to 
the amount of the debt), or if the agen-
cy determines that collection of these 
charges would be against equity and 
good conscience, or not in the best in-
terests of the United States. Waiver 
under the first sentence of this para-
graph (g) is mandatory. Under the sec-
ond and third sentences, it may be ex-
ercised under the following cir-
cumstances: 

(1) Waiver of interest pending consid-
eration of a request for reconsider-
ation, administrative review, or waiver 
of the underlying debt under a permis-
sive statute, and 

(2) Waiver of interest where FMCS 
has accepted an installment plan, there 
is no indication of fault or lack of good 
faith on the part of the debtor, and the 
amount of interest is large enough in 
relation to the size of the installments 
that the debtor can reasonably afford 
to pay, that the debt will never be re-
paid. 

(h) Where a mandatory waiver or re-
view statute applies, interest and re-
lated charges may not be assessed for 
those periods during which collection 
action must be suspended under 

§ 104.2(c)(1) of the Federal Claims Col-
lection Standards (4 CFR part 104). 

§ 1450.30 Exemptions. 

(a) The provisions of 31 U.S.C. 3717 to 
not apply: 

(1) To debts owed by any State or 
local government; 

(2) To debts arising under contracts 
which were executed prior to, and were 
in effect on (i.e., were not completed as 
of), October 25, 1982; 

(3) To debts where an applicable stat-
ute, regulation required by statute, 
loan agreement, or contract either pro-
hibits such charges or explicitly fixes 
the charges that apply to the debts 
arising under the Social Security Act, 
the Internal Revenue Code of 1954, or 
the tariff laws of the United States. 

(b) However, FMCS is authorized to 
assess interest and related charges on 
debts which are not subject to 31 U.S.C. 
3717 to the extent authorized under the 
common law or other applicable statu-
tory authority. 

§ 1450.31 Other sanctions. 

The sanctions stated in this subpart 
are not intended to be exclusive. Other 
sanctions which may be imposed by the 
Director of FMCS include placement of 
the debtor’s name on a list of debarred, 
suspended or ineligible contractors or 
grantees; conversion of method of pay-
ment under a grant from an advance 
payment method to a reimbursement 
method; or revocation of a letter of 
credit. Notice will be given by FMCS to 
the debtor regarding the imposition of 
such other sanctions. 

PART 1470—UNIFORM ADMINIS-
TRATIVE REQUIREMENTS FOR 
GRANTS AND COOPERATIVE 
AGREEMENTS TO STATE AND 
LOCAL GOVERNMENTS 

Subpart A—General 

Sec. 
1470.1 Purpose and scope of this part. 
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